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(d) The location of any new wells pro-
posed under the terms of the applica-
tion (not required for non-oil and gas
leases);

(e) A description of field or lease his-
tory;

(f) Full information as to whether
you will pay royalties or a share of pro-
duction to anyone other than the
United States, the amount you will
pay, and how much you will reduce this
payment if we grant relief;

(g) The type of royalty relief you are
requesting;

(h) Confirmation that we approved a
DOCD or supplemental DOCD (Deep
Water expansion project applications
only); and

(i) A narrative description of the de-
velopment activities associated with
the proposed capital investments and
an explanation of proposed timing of
the activities and the effect on produc-
tion (Deep Water applications only).

§ 203.84 What is in a net revenue and
relief justification report?

This report presents cash flow data
for 12 qualifying months, using the for-
mat specified in the ‘‘Guidelines for
the Application, Review, Approval, and
Administration of Royalty Relief for
End-of-Life Leases’’, U.S. Department
of the Interior, MMS. Qualifying
months for an oil and gas lease are the
most recent 12 months out of the last
15 months that you produced at least
100 BOE per day on average. Qualifying
months for other than oil and gas
leases are the most recent 12 of the last
15 months having some production.

(a) The cash flow table you submit
must include historical data for:

(1) Lease production subject to roy-
alty;

(2) Total revenues;
(3) Royalty payments out of produc-

tion;
(4) Total allowable costs; and
(5) Transportation and processing

costs.
(b) Do not include in your cash flow

table the non-allowable costs listed at
30 CFR 220.013 (a), (b), and (d) through
(k) or:

(1) OCS rental payments on the
lease(s) in the application;

(2) Damages and losses;
(3) Taxes;

(4) Any costs associated with explor-
atory activities;

(5) Civil or criminal fines or pen-
alties;

(6) Fees for your royalty relief appli-
cation; and

(7) Costs associated with existing ob-
ligations (e.g., royalty overrides or
other forms of payment for acquiring
the lease).

(c) We may, in reviewing and evalu-
ating your application, disallow costs
when you have not shown they are nec-
essary to operate the lease, or if it ap-
pears you spent the money only to
qualify for royalty relief.

§ 203.85 What is in an economic viabil-
ity and relief justification report?

This report should show that your
project appears economic without roy-
alties and sunk costs using the RSVP
model we provide. The format of the re-
port and the assumptions and param-
eters we specify are found in the
‘‘Guidelines for the Application, Re-
view, Approval and Administration of
the Deep Water Royalty Relief Pro-
gram,’’ U.S. Department of the Inte-
rior, MMS. Clearly justify each param-
eter you set in every scenario you
specify in the RSVP. You may provide
supplemental information, including
your own model and results. The eco-
nomic viability and relief justification
report must contain the following
items for an oil and gas lease.

(a) Economic assumptions we provide
which include:

(1) Starting oil and gas prices;
(2) Real price growth;
(3) Real cost growth or decline rate,

if any;
(4) Base year;
(5) Range of discount rates; and
(6) Tax rate (for use in determining

after-tax sunk costs).
(b) Analysis of projected cash flow

(from the date of the application using
annual totals and constant dollar val-
ues) which shows:

(1) Oil and gas production;
(2) Total revenues;
(3) Capital expenditures;
(4) Operating costs;
(5) Transportation costs; and
(6) Before-tax net cash flow without

royalties, overrides, sunk costs, and in-
eligible costs.
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